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. MEMORANDUM FOR: Deputy Director for Intelligence
‘Deputy Director for Plans
Deputy Director for Science and Technology
Deputy Director for Support

SUBJECT

Apprm-rals Concerning Acquisition of ADP
Equipment and Serv‘ices

1. Restraints on available resources and the need to centralize
Agency consideration of plans to acquire significant’ADP equipment
and services require that such plans be forwarded to me for approval
‘even if such acquie:.itions have already been budgeted.

2. The following criteria are to be appl‘ied in determining those
ADP acquisitions which require my approval before funds.are
committed: ”

a. Any computer, whether used as a stand-alone
processor or as an integral élement of .some larger,
computer-controlled system. (Small desk ca_lculator.s,
whether or not of electror;ic design, are excluded.)

b. Any upgrading of a computer (e.g., additional core,

" I1/0O devices, etc.) which results in a net increase in cost of

25X1 over for pﬁrchase.
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c. Any contract to acquire software or other ADP

services costing over|
R ——————-

3. Iurge all organization planning.system changes of the sort

envisaged in paragraph 2 to make the greatest poss1b1e use of techmcal

g T e e R T T —

skills and experience already available in OCS and elsewhere in the

Agency through consultation and collYaboration early-in the planning
process,
4. In cases requiring my consi.derétion, answers to the following -
questions will normally be needed;
a. What is the proposed acquisition ~a.nd what needs and
objectives are ser\r‘gd by it?.
b. Explicitly, what benefits are expected to stemfrom
this acquisition? |
¢. What is the cost of t1'1e pl:ppps_gd acquisition.? What
costs (and savings) can be anticip,ated for future years as a
result of this acquisition?
d. What alternatives are available and why is the
recommended action preferred? '
e. Does the p‘ropo;ied system change have consequences
which will be of interest to or affect other components? If so,...

has the proposal been coordinated with the components concerned?
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f. Is the acquisition contained in your program plan and

(If not, explain proposed manner of budgeting.,)

5. Requests for approval covering the above information, together

-with any additional information deemed relevant, should be addressed to
the Executive Director-Comptroller. I will look to the Information

Processing Board to study such approval requests and provide me with
' R "

| ‘ \
comments for my consideration. B
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POLICY CONSIDERATIONS GOVERNING ACQUISITION AND
INSTALLATION OF REMOTE TERMINAL EQUIPMENT
1. The following general principals, eétablished by the Information

Processing Board, are issued as guidance to all who are planning to

4

acquire and install remote terminals outside the physical confines of

lAgency data proceaéing centers:

a. Remote ter'mina_la and remote servic‘e stations are to
be installed only where there is a clear requirement for such a
capability.
b. Remote terminal equipment must be technically
7 compatible with the normal capabilities of the data circuit
system to be developed in the Headquarters building.
'Acq\nsu;xon of devices Buch as the IBM 2260 CRT which
require spec1a1 or supplementary wiring, switching or.
'v-processing gear is to be avoided whenever posszblg.
c. Remote service stations are to be established to
. serve the remote termmal needs of an entire area or group of
offices wheréver this is practlcable. Individual or stand-alone
| remote terminals will be authorized only in speqialized cases
- whexje the need biearly can not ‘b‘e"_n'ixet by access to @he ng;res;t |

- remote service station.
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d. A capability is to .be developed to allow remote
terminals to be switched from one computer to another
and froni one data processing center to another. Except
in specialized cases, only equipment whi_cih is compatible -.
with this capability is to be acquired. o

e, Remote service stations should be wired in.such _f-'
a way as to permit batch processing access, including ; -
remote job entry to‘any data processing' center in the
Headquarters building, Strict procedurea for protecting
files against unauthorized access are to be established.

£, Time-sliared, interactive remote terminal services
for Headquarters building are to ‘bé made available from OCS
facilities only. |
2. Plans for the installation of remote terminals outside data
pi'ocessing centers are to be submitted initially for approval to the ADP
center or centers concerned and to the Technical Facilities Committee, .

Directorate of \Support, | Thereafter, these plans are to be submitted to

the Information Processing Board. In formulating its recommendations

on such plans, the Board will be guided by the pqli'cy,'(.:onsiderations set
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‘ ? ' _ADP services and activity including overhead and cadre functions.
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Selection of ADP Applications, Tasks and Jobs

1. Objective: To improve the selection of tasks, jobs and uses.
to which Agency ADP is applied; to ensure the application of cost-conscious
judgment in the screening, selection and approval of requests for ADP

services. The study wiH consides” the following alternative methods of
achieving this objective:

a. '"Centralized" budgeting for ADP services by the b
ADP centers (OCS, CRS, NPIC, ORD, RID), and production '
of all user service requests within total resource limits.

This is the current practice and it forces ADP centers to
determine what resources and priority they will assign to -
the various jobs requested.

b. Same as a. above, except users are informed of I
past service costs by means of quarterly reports like the .
OCS Resource Distribution Report and provided cost .
estimates for requested new jobs, ‘ 4 '

c. "Centralized'" budgeting for ADP services by ADP
centers with services accounted against an allowance or

. credit established for each user organization but no

transfer of funds, This involves the user in a degree of
"decentralized" planning,, budgeting and management of
ADP resources to determine his allowance, and it requires
job estimates and cost accounting like the OCS Resource
Distribution Repozxt.

d. Division of budgeting into "decentralized' budgeting

7 for ADP services and applications by users, and "centralized"

- budgeting by ADP centers for cadre and overhead activities
1 such as systems engineering, training and administrative
: ’ activities. ADP centers would charge users for all services,
and funds would be transferred to pay for services.

e. Completely "decentralized' budgeting by users for all
Users would be charged for all ADP services including an overs-

. head fraction and funds or cred;te would be transferred from
. ' users to centers. -
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f. Review and sclection of ADP jobs by classes of job.
Jobs would be grouped into several classes according to cost
and priority, i.e., over $100k, $50k to $100k, $5k to $50k,
under $5k and priority 1, 2, 3, 4 or deferred, Review could
be performed by the IP Board, IP Staff or a special review
board, with O/PPB, user, and ADP center representation.
High cost or high priority jobs would receive more careful
review than low cost or low priority jobs. Management
attention and ADP resources would be focused on the more
important jobs and work would be approved according to its
value and urgency. Job selection would be on the merits of
the individual application and in comparison with other
requests competing for ADP services, '

These alternatives are a progression from minor
changes of limited effectiveness to more thorough measures
of greater effectiveness. Alternative f, could be used in
combination with a, b, ¢, d or e.

2, A means of estimating and costing ADP services is essential
to the development of cost-conscious job selection. Fortunately each
of the ADP centers, except ORD, currently has a means of costing
ADP work, somewhat similar to the OCS Resource Distribution
Report, Each of the centers is also capable of estimating approximately
how much a new job will cost. All of the alternatives except a. involve
the use of cost reports and estimates,

A second requirement is some procedure which induces or
necessitates a serious consideration of cost and benefit in order to
obtain approval of ADP jobs. When ADP services appear to the
user to be a ''free good" for which he does not have to pay nor
budget, then there is no direct mducement for him to give serious

consideration to their cost.

»

Presently the ADP centers are responsible for producing all
requested ADP jobs, within resource limitations. The requesting
user is the sole judge of the value, urgency or need for the job. In
practice a varying degree of cost-conscious judgment is applied by
both user and ADP center. Some users carefully evaluate their own

' requests and reject those of low utility; ADP centers exercise some

degree of control by persuading users to withdraw doubtful requests
or by delay of questionable jobs. However, the result is not a
consistently cost-conscious nor objective selection of ADP work..
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3. Alternative b. is a minor change from present practice and
only of minor benefit by itself. It informs users of the cost of past
and future ADP services but does nothing to induce them to apply
cost/benefit analysis or to become more cost-conscious in requesting
ADP services, ADP service still appears to the user as a "free good"
which is funded by someone else and whose cost is not his responsibility.
Making users aware of costs is an important and essential first step,
but its effectiveness is limited unless a means is also provided to make
them responsible for costs. '

Alternative b. is easy to apply and would probably be readily
accepted by ADP users and centers. It is partially being done now,
It could be considered as a very limited and minimum measure to adopt,

4. Alternative c. adds an inducement to user organizations to
consider the cost of their ADP applications, It assigns the cost of
ADP services against an allowance Or credit established for each
user but without any transfer of funds. ADP centers still do
"centralized" budgeting but budgets must also be coordinated with
users in order to establish each user's allowance. The user is
thereby involved.in a degree of '"decentralized" planning, budgeting
and management of the ADP resources which he uses. No project
would be terminated simply because it exceeded a user's allowance,
but there would be a greater awareness and attention to the end uses
of ADP and their costs, Overruns of user allowances would be
identified for management review.

The purpose of this alternative is to increase the coordination,
accountability, user involvement and cost-conscious attention to ADP
applications and resources. This in turn requires a certain amount of
administrative effort or '"red tape' and imposes a modest constraint
on users. It is the most moderate measure which could be expected
to make any real impact on the cost-conscious selection of ADP jobs
and it should not be very difficult to implemlent.

5. Alternative d. makes users fully responsible for '"decentralized"
budgeting and payment for their ADP services. ADP centers would
budget only for cadre and overhead activities such as basic computer
system design and engineering, training and administration. Centers
would charge for all user services and would be dependent upon users
for financial support and operating funds. User ADP budgets would
have to be coordinated with centers in order for the centers to plan for
the required capabilitics. -
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This alternative shifts control of much of the ADP budget
and funds from centers to users and involves more complicated
administration. There is also the risk that users would be tempted
to set up their own small ADP shops rather than task centers for
their requirements. Alternative d. may be too complicated and
drastic to be practical or acceptable.

6. Alternative e, involves completely N"decentralized' budgeting
and control of ADP funds by users. ADP centers would have difficulty
in planning and budgeting for the development of needed capabilities.
The desired objective can be accomplished by the other less drastic
and more practical rheasures. ‘

7. Alternative f. aims at cost-conscious job selection via
evaluation of individual jobs by an independent review, rather than
by the budgeting mechanism and the user alone. This alternative
¢ould be used in combination with the budgeting alternatives a. through e.

. particularly a, b and c.

 Alternative f, would classify jobs according to the degree of
management attention which their importance, cost and priority warrant,
Thus jobs costing over $100 thousand and of high priority would receive
more careful evaluation than those under five thousand dollars in cost.

- Work requests for new and existing jobs could be reviewed, approved
- and assigned priorities by the IP Board, the IP Staff, a special review

board or a combination of these,
This approach requires that each job be considered individually
on the basis of its own value and cost. This would increase awareness

of the end uses being made of ADP. The fact that ADP work requests are’

being independently reviewed would cause users to evaluate and screen
their own requests more carefully in order to justify them. Practice
has shown that this procedure results in the withdrawal of some

.

~doubtful applications and that others which would not be justified are

never requested. This positive inducement to user evaluation is
probably the major benefit of this approach. Rejection of unwarranted
applications by the review group is a second benefit, The priority
ranking of jobs would help apply ADP resources to work of the greatest
apparent value and importance, ADP centers would be relieved of the
necessity of deciding which jobs come firet, - S
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Significant improvement in cost-conscious selection of ADP
jobs seems to require some form of independcnt and objective review
of the jobs themsclves., Procedures to do this neced not be highly
complicated. The quantity of new jobs for review would be several
dozen per year. Review of existing jobs would be a one~-time task
involving several hundred jobs and could be spread over a period of
time. '

8. Alternative a. involves no new impact on the PPB System.
Alternative b. involves no inherent impact. However, the information
contained in the OCS Resource Distribution Report and similar reports
is very useful to the IP&E Team in analyzing resource utilization and
in program and budget review.

Alternative ¢. involves the establishment of an allowance or

U eredit for each user of ADP. This appears in the budget of the ADP

centers, not the user's budget. It would be coordinated between each
center and its customers. PPB review of these ADP programs and
budgets should include some examination of the user requirement and
this could be done by the IP&E Team, informally or formally with the
user and within the existing PPB cycle.

Altern\ative d. transfers the major part of ADP costs into the
user's budget, with overhead and cadre costs remaining in budgets of
ADP centers. This fragments ADP programs and budgeting and requires
examination of the budget of each ADP user and then aggregating these in
order to obtain total ADP costs by center and by IP&E category. Each
PPB team would have to review the part of ADP included in the programs
and budgets of those organizations which it reviews, It would also be
necessary to add an ADP element to each sub-category in the PPB
structure. The IP&E Team would then have to attempt to put these
pieces together, analyze and justify them. This procedure would be
quite complicated and probably more confusing than enlightening.

It appears both non-workable and non-beneficial from the viewpoints
of ADP centers, users and O/PPB.’ '

Alternative e. carries the same PPB complexities'és
alternative d.

Alternative £, is supplemental o the existing PPB cycle and
the work of the IP&E Team and does not alter existing PPB procedures.
~New ADP jobs would be reviewed as they occured., Review of existing
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jobs could be scheduled throughout the year. IP&E personnel would
participate in the review and the information and understanding gained
would be directly relevant and of great help in performing the PPB
functions. It would add continuity and consistency to the PPB process
by involving the IP&E Team during work planning phases rather than
once a year and after the fact.. This kind of continuing interchange is
an important feature of the PPB process in its own right,

9. Combinations of alternatives b. and {f. or c. and {. appcar
to be the most cffective, beneficial and practical measures. The
added work which they would require is all directly focused on giving
more attention to better job sclection and the objective cannot be
accomplished without more attention to the jobs themsclves. Alternative b,
alone will accomplish very little. Alternative c. by itself involves the
user in a limited degree of planning and budgeting but does little to induce
the careful evaluation and selection of jobs: Alternatives c. and f, in
combination have all the advantages ‘of b. and f. combined plus user
involvement in planning and budgeting for ADP resources.

It is recommended that alternatives b. and {. combined, ¢. and £,
combined, and ¢c. alone warrant further consideration.

10. Because of the greater diversity of customers and jobs served
by OCS, it might be desirable to initiatec any new job selection procedure
with OCS and its users. CRS and its customers could be a second area
of application, followed by other centers. If alternative f. is adopted to
screen individual jobs, initial attention could be focused on new appli-
cations and existing jobs could be reviewed subsequently.
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